‘Hidden cost’ 


Federal Reserve Board (the Fed) 
has announced that it intends to inter- 
pret a provision in the Truth-in- 
Lending Act that deals with what 
might be regarded as a “hidden cost” in 
financing the purchase of a car or other 
major consumer item. This “hidden 
cost” refers to a dealer’s (or retailer’s) 
participation fee. This fee is the pay- 
ment a lending institution makes to a 
dealer or retailer as compensation for 
its work in arranging the consumer’s 
financing with the particular institu- 
tion or for preparing the loan applica- 
tion or doing other paperwork involved 
in a consumer’s financing a car or other 
major purchase. 


The Fed proposes that a participa- 
tion fee does not need to be disclosed as 
being a part of the finance charge. 
Truth-in-lending law requires that 
consumers be told the total finance 
charge in an installment purchase as 
well as the annual percentage rate. The 
Fed says these 2 disclosures reflect any 
portion of the finance charge paid to the 
dealer or retailer as a participation fee. 


Office of Consumer Affairs 
(OCA) has argued in written comments 
to the Fed that participation fees 
should be disclosed separately to con- 
sumers just as finders’ fees (money 
paid by a lender to someone who brings 
him or her a deal that results in a prof- 
it) or similar charges must be clearly 
stated in a disclosure form. Court de- 
cisions involving participation fees 
have reached the same conclusion as 
OCA. OCA examined cases concerning 
car financing & found that dealer par- 
ticipation fees were involved in 46% of 
auto loan transactions. These fees 
amounted to one-third of the total fi- 
nance charges. 


OCA commented that this fee has 
become a significant cost to the con- 
sumer, & therefore, it should be listed 
as a separate part of the total finance 
charge in keeping with the intent of the 
Truth-in-Lending Act. 


No ban on Bounce 


Consumer Product Safety 
Commission (CPSC) has denied a 
consumer’s petition to ban Bounce 
fabric softener because of possible ir- 
ritation to the skin. Judy Braiman of 
Empire State Consumer Association 
Inc., Rochester, NY, submitted the 
ban request in May. 


Petition was considered under the 
Federal Hazardous Substances Act, 
which provides for cautionary labeling 
of products if CPSC decides that 
labels are needed to alert consumers 
to the possibility of skin irritation or 
other hazards. CPSC staff is inves- 
tigating the irritancy & flammability 
characteristics of Bounce & similar 
fabric softners. Investigation could 
lead to warning & instruction labels 
for Bounce & similar products. 
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Dear Consumer: 


The problem of rising health care costs is an important & difficult one 
for which there are no easy solutions. However, I am encouraged by the 
Council of Wage & Price Stability’s (CWPS) draft report on “Employee 
Health Care Benefits: Labor-Management Innovations in Controlling 
Costs.” This report on the many innovative approaches, which have been 
adopted in the private sector, should serve as a valuable resource to all 
parties involved in employee health plans. 


The markets for health care services differ from “normal” markets in 
several key respects. First of all, the consumer is generally not the 
primary decision-maker in determining the quantity & type of health care 
services he or she will purchase. With respect to a specific type of treat- 
ment, this choice is generally made by the doctor. Moreover, the consumer 
has little influence on the cost of health benefits covered by the plans 
offered as part of his or her employment benefits. Second, a large percent- 
age of expenditures for health care services are not paid directly by the 
consumer, but rather by insurance companies & the government. Third, 
there is a lack of proper cost-control incentive & price competition among 
providers of health care services. Because of these institutional charac- 
teristics of the markets for health care services, there has been a notable 
lack of resistance to inflationary pressures on these markets. 

The report is divided into 4 parts: 


@ Outline of kinds of health cost controls that labor & management are 
adopting & background information on the various methods of financing & 
administering health care benefits. 

e Part 2 consists of 6 case studies describing different innovative 
approaches to controlling the rising cost of health care benefits. 

e Compendium of 119 individual health cost control projects. Thirty- 
one of these involve 2 kinds of health maintenance organizations: (1) 
prepaid group practices that bring a wide range of medical services to- 
gether in one organization; (2) medical foundation that provides com- 
prehensive care through doctors who maintain their own private offices. 

e Listing of companies & unions whose health care programs are 
included in the report. 

I recommend the report—one of the most readable documents to come 
to my attention—to you & your employer to study. You may get a free 
copy by writing to Council on Wage & Price Stability, 726 Jackson Place 
NW, Washington, DC 20506; or call 202-456-6757. 


Sincerely, 





Buying a house? 


There are many kinds of 
warranty programs for houses, 
but Office of Consumer Af- 
fairs (OCA) has found many dif- 
ferences among these warran- 
ties. Following is a chart com- 
paring major points of just 3 
kinds of home warranties: 

1. Home Owners War- 
ranty (HOW) Program spon- 
sored by National Association 
of Home Builders (NAHB); 

2. Home Protection Pro- 
grams approved by National 
Association of Realtors (NAR); 

3. Standard warranty 
provided in Federal Housing 
Administration (FHA) loan 
insurance. HOW & FHA pro- 
grams are the same throughout 
the US. NAR’s warranty pro- 
grams comprise 2 private war- 
ranty firms: 


© Certified Home Inspec- 
tion Program operates in 
Phoenix, AZ; Southern Cal- 
ifornia; Connecticut; Delaware; 
Washington, DC, metropolitan 
area; Ft. Myers & Pensacola, 
FL (Hollywood, Ft. Lauder- 
dale & Miami, FL, by January); 
Atlanta, GA, by January; 
Chicago, IL, by January; In- 
diana; Louisville, KY, by 
January; Baltimore, MD, met- 
ropolitan area; Western Michi- 
gan; St. Louis, MO, metropoli- 
tan area; Long Island, New 
York City, Orange County, 
Putnam County, Rockland 
County & Westchester County, 
NY; New Jersey; Charlotte, 
NC; Ohio; Erie, greater 
Philadelphia & greater 
Pittsburgh PA; Charleston, 
SC, by January; Dallas, Ft. 
Worth & Houston, TX, by 
January; Richmond & Tide- 
water, VA, by January; Mil- 
waukee, WI, by January. 


e Soundhome Assurance 
Program operates in Georgia. 


Major points 


1. Plan coverage 


2. Length of coverage 


HOW 


Covers only operating failures: 

lst year—faulty workmanship or materials. 
2nd year—heating, plumbing, electrical & air 
conditioning systems; structural soundness. 
3rd-10th years—major structural defects. 
Plan covers new homes. 


10-year policy 





Is there a warranty? What does it cover? How does it compare with other 


Certif 
Sound 


Covers onl: 
Heating, p! 
systems; st 
walls, inelu 


Plan cover: 


Certified’s 





Soundhome 
3. Warranty exclusions Loss due to fire, flood, other acts of God, normal Coverage | 
shrinkage, buyer neglect. Exterior s' 
4. Policy transferable Yes, within 10-year period. Yes, withi 
5. Deductible None $100 per el 
6. Cost $2 per thousand with a minimum of $50. Premium s 
usually ab 
7. Covers condominiums Yes, with some provisions. Not requi1 
8. Includes termite inspection No No 
9. Insulation requirements House must meet either FHA or local warranty Not includ 
council standards. 
10. Program includes uniform Yes No 
complaint resolution mechanism 
nigel i sc 
11. If applicable, cost of In case of unresolved dispute between buyer & (Not appli 
mechanism to buyer builder, party requesting conciliation must deposit a 
y refundable fee of $25 with local warranty council. This 
is during the first 2 years. During the 3rd-10th years 
fee is $50. Request for arbitration requires a 
refundable fee of $75. 
12. Sponsor commitment or Administered by the Home Owners Registration NAR dev. 
involvement Corp., which is advised by a 15-member advisory approves 
board. Builder participants must be approved by program. 
local warranty council. Rejections can be appealed to _responsib 
the national council. Approvals must be renewed the home| 
annually. Builder’s plans for each new house must be _ not requi: 
approved by local warranty council prior to complaint 
construction. conduct o 
13. Underwriter of program American Bankers Insurance Co. Both plar 
policies. 
14. Inspection arrangements Where adequate building codes & acceptable NAR doe 
inspections by FHA, Veterans Administration, or companie 
the local municipality exist, local councils’ the neces 
inspections are not necessary. Otherwise, the local 
warranty council is responsible for inspection. 
15. Consumer monitoring Advisory board is made up of representatives from None 


consumer groups, public interest groups, 
government, national publications, architects, 
manufacturers, lenders & attorneys. 
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her warranties? 


NAR 


ertified Home Inspection — 
oundhome Assurance Program 


s only operating failures: 

ng, plumbing, electrical & air conditioning 

ns; structural soundness of exterior & interior 
including floors & ceilings. 


“overs resale homes. 


‘ied’s coverage is for one year. 
lhome’s coverage is for 2 years 


rage limited to inspected & approved items. 
ior structures (garage). 


within the period of contract. 


FHA 


Covers faulty workmanship or materials. 


Plan covers new homes. 


One year 


Loss due to fire, flood, other acts of God, normal 
shrinkage, buyer neglect. 


Yes, within the one-year period. 





per element per occurrence. None 

ium set exclusively by participating companies, No cost 

ly about $200. 

‘equired. One program does; 2 do not. Yes 
No 


included in inspection. 


House must meet FHA requirements. 


No 


SSS sss 


applicable) 


2 developed specifications for program. It 

‘oves individual companies participating in 

rram. Ten-member home protection committee is 
onsible for all policy considerations & monitoring 
1ome protection programs. Boards of Realtors are 
required to make any commitment to review 
plaints or assume any responsibility or liability for 
luct of approved program. 


h plans in operation are backed by insurance 
cies. 


R does not select inspectors; only approved 
panies engage professional engineers to perform 
necessary inspections. 


Nov. 1, 1976 


(Not applicable) 


FHA has powers to either force builder to live up to 
provisions of warranty, or it can make repairs itself & 
bill builder for cost of repair. 


Individual! builders cover cost of repairs. 


FHA’s field staff conducts inspections. 


None 


Refund! 


As a result of 4 consent orders is- 
sued by Federal Trade Commission 
(FTC) in June 1975, 4 department 
store chains have refunded $3,503,497 
among 191,817 customers. 


Refunds were made to those who 
had a bill overpayment or credit bal- 
ance of more than $1 during the period 
June 30, 1972, to June 1975 (in some 
cases, through September 1975). 
Stores agreed to make the refunds 
after FTC alleged, under Federal 
Trade Commission Act, that they had 
not adequately notified some of their 
customers of rights to get cash refunds 
from overpaid accounts. 


Following is list of stores, total 
amount of their refunds & number of 
customers who shared in the refunds: 

e Associated Dry Goods stores 
(other than Lord & Taylor)—37,681 
consumers shared $572,068 in over- 
payment refunds. 

© Bergdorf-Goodman Inc.—5,945 
consumers shared $209,752. 

® Broadway Department Stores 
—10,475 consumers shared $125,868. 

e Emporium & Capwell’s—8,837 
consumers shared $77,127. 

© Gimbels—42,262 consumers 
shared $644,701. 

e@ Lerner Shops—15,981 consum- 
ers shared $99,749. 

e Lord & Taylor—21,951 consum- 
ers shared $441,136 in refunds. 

e Neiman-Marcus—10,600 con- 
sumers shared $240,800. 

e Saks—35,267 consumers shared 
$1,060,281. 

® Weinstock—2,818 consumers 
shared $32,015 (includes $4,174 in mer- 
chandise credits). 


Consent agreements are for settlement pur- 
poses only & do not constitute an admission by the 
stores that they violated the law. 


Refund? 


Fair Credit Billing Act requires a 
store or credit card company to pay 
you a refund, in certain circumstances 
involving revolving charge accounts, if 
your should ever overpay your ac- 
count. 


For example, if the bill is for $22 & 
you make a mistake of paying with a 
check of $27, the $5 difference is con- 
sidered by the law to be an excess pay- 
ment. The store or credit card com- 
pany must show an excess payment on 
its next bill to you—unless it refunds 
the excess within 5 days of receiving 
it. However, if you charge something 
between the time you make the over- 
payment & time of the next bill, excess 
payment would be used as a partial 
payment for the newly charged item. 


If the excess is shown as a credit 
on your next bill, you may get a refund 
by asking for it in writing. Federal 
Trade Commission (FTC) says you 
must be mailed the refund within 5 
days after your request is received. 
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Warnings! 


e HAM PATTIES—Agriculture 
Dept. & Swift & Co., Chicago, warn 
consumers of a possible spoilage prob- 
lem involving the 595-gram size (21 
oz.) of Swift’s canned Ham-in-the- 
Round, which is a refrigerated prod- 
uct packed in a metal container. No 
problem has been found in other sizes 
of the product or with other Swift 
canned meats. Ham-in-the-Round 
problem involves contamination by 
bacteria. These ham patties are not a 
health hazard; however, swollen cans 
have been reported. Swift has volun- 
tarily recalled the canned patties. 
What to do: If you have this size of 
Ham-in-the-Round, return it to any 
store that sells Swift products. Ask 
for a refund or exchange. 

eKID CARRIERS—Hamill 
Manufacturing Co., Washington, MI, 
& Huffman Manufacturing Co., Day- 
ton, OH, in cooperation with Con- 
sumer Product Safety Commission 
(CPSC), warns consumers that 25,000 
bicycle child carriers may separate 
from the bike if not carefully installed. 
Brand name is Tote Along. What to do: 
Consumers who have these kid car- 
riers should inspect both (1) the latch- 
ing mechanism that locks the detach- 
able child seat to the carrier, & (2) the 
metal clamp that attaches the front of 
the carrier to the bike frame. Before 
placing a child in the carrier, be sure 
the seat & clamp are secure. To re- 
ceive a refund, return the seat clamp 
to The Hamill Manufacturing Co., 
Consumer Relations Dept., Box 255, 
Washington, MI 48094; or call collect: 
216-379-7792. 


Holiday shopping notes about CBs 

You probably will notice 2 kinds of advertising for Citizen Band radios 
between now & the December holidays. One kind of ad or commercial may 
advise you to wait until after Dec. 31 to buy a CB radio because of a Federal 
Communications Commission (FCC) regulation that will permit the sale of 
40-channel CB radio beginning Jan. 1 [CONSUMER NEws: Sept. 1]. Other ads 
may announce markdown or discount prices for 23-channel CBs because retail- 
ers & manufacturers want to clear their stocks of the old style CBs. 

About 40-channel CB transmitters—It is illegal for a 40-channel unit to be 
sold or to be used before Jan. 1. Also, it is illegal to use a 23-channel CB radio 
with an adapter for more channels. However, 40 channel radios can be adver- 
tised before Jan. 1. Also, 23-channel CBs may be reworked after Jan. 1—with 
FCC approval—to receive 40 channels. 

About 23-channel transmitters— 

e 23-channel radios, approved by FCC before Sept. 10, may be sold until 
Dec. 31, 1977. 

e Manufacturers must submit modified 23-channel radios—modified to 
meet new FCC standards to reduce interference with television—with new 
model numbers to FCC for approval anytime before Aug. 1, 1977. If approved 
by FCC, they may be sold indefinitely as long as them meet FCC specif- 
ications. 

@ With the expansion of CB radios to 40 channels on Jan. 1, there should be 
less crowding on the original lower 23 channels. 


Is a CBer causing interference on your TV? 


Federal Communications Commission (FCC) admits that some Citizen 
Band radio transmissions cause interference with television reception. How- 
ever, FCC says CBers in your neighborhood should not get all the blame. 
Majority of TV picture interference, based on complaints studied by FCC, is 
caused by your own TV set. This interference is caused by (1) poor TV set 
design; (2) lack of adequate filtering of signals by TV sets; & (3) inability of TV 
sets to reject adequately any unwanted or adjacent channel signals. 


CONSUMER NEWS is published the 1st & 15th of each month by the Office of Consumer Affairs, Health, Education & Welfare 
Dept., to report F ederal Government programs for consumers. Use of funds for printing this publication through Sept. 30, 1979, approved 
by Office of Management & Budget. Authorization to reproduce any or all items is granted. Editorial address is CONSUMER NEws, Office 
of Consumer Affairs, Washington, DC 20201 ( (telephone: 202-245-6877); Ed Riner, Editor; Nancy Glick, Managing Editor. Sold by 


Consumer Information Center, Pueblo, CO 81009; subscription $4 a year, payable to “Sunt. of Documents.” 
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